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under the same guidelines that it was
originally established. If the lender de-
termines through its annual analysis
that interest assistance is necessary
for a feasible plan, a request to rein-
state the subsidy in a subsequent re-
view period may be submitted in ac-
cordance with paragraph (e) of this sec-
tion.

(4) In the event of rescheduling or de-
ferral of loans with interest assistance,
interest assistance will remain avail-
able for that loan under the terms of
the existing interest assistance agree-
ment. Additional years of interest as-
sistance and/or increases in the re-
structured loan amount will require
additional funding. If the additional in-
terest assistance is needed in order to
produce a feasible plan throughout the
life of the rescheduled loan and funds
are not available for the additional in-
terest assistance, then the resched-
uling will not be approved by the Agen-
cy. In no case will the subsidy be ex-
tended more than 10 years from the ef-
fective date of the first interest assist-
ance agreement signed by the loan ap-
plicant or by anyone who signed the
note or line of credit agreement.

(5) In cases where the interest on a
loan covered by an interest assistance
agreement is reduced by court order in
a reorganization plan under the bank-
ruptcy code, interest assistance agree-
ment will be terminated effective on
the date of the court ordered interest
reduction. The lender will file a claim
due through the effective date of the
court ordered interest reduction. Guar-
anteed loans which have had their in-
terest reduced by bankruptcy court
order are not eligible to receive inter-
est assistance.

(6) For Loan Guarantees held by
holders, Agency purchase of the guar-
anteed portion of a loan will stop inter-
est assistance payments on that por-
tion. Interest assistance payments will
cease upon termination of the Loan
Guarantee, upon reaching the expira-
tion date contained in the agreement
or upon cancellation by the Agency.

(7) When a borrower defaults on a
loan, interest assistance may be con-
sidered in conjunction with a resched-
uling action in accordance with
§762.145(b). After the meeting required
by §762.143(b)(3) and consideration of

§762.159

actions to correct the delinquency, the
lender will notify the Agency of the re-
sults of the meeting. If the restruc-
turing proposal includes interest as-
sistance, the lender will provide the
items required by paragraph (d) of this
section in addition to those items re-
quired by §762.145. Liquidation must
not be initiated, except in accordance
with §762.143(b)(3)(v).

(h) Cancellation of interest assistance
agreement. The interest assistance
agreement is incontestable except for
fraud or misrepresentation, of which
the lender and borrower have actual
knowledge at the time that the inter-
est assistance agreement is executed,
or which the lender or borrower par-
ticipates in or condones.

(i) Adjustment of assistance level be-
tween review dates. After the initial or
renewal request for interest assistance
is processed, no adjustments can be
made until the next review or adjust-
ment date except when necessary to
service the loan with a rescheduling or
deferral.

(J) Excessive interest assistance. Upon
written notice to the lender, borrower
and any holder, the Agency may amend
or cancel the interest assistance agree-
ment and collect from the lender any
amount of interest Assistance granted
which resulted from incomplete or in-
accurate information, an error in com-
putation, or any other reason which re-
sulted in payment that the lender was
not entitled to receive.

(k) The Deputy Administrator for
Farm Loan Programs has the author-
ity to grant an exception to any re-
quirement involving interest Assist-
ance if it is in the best interest of the
Government.

[64 FR 7378, Feb. 12, 1999; 64 FR 38298, July 16,
1999, as amended at 66 FR 7567, Jan. 24, 2001]

8§762.151-762.158 [Reserved]

§762.159 Pledging of guarantee.

A lender may pledge all or part of the
guaranteed or unguaranteed portion of
the loan as security to a Federal Home
Loan Bank, a Federal Reserve Bank, a
Farm Credit System Bank, or any
other funding source determined ac-
ceptable by the Agency.

[70 FR 56107, Sept. 26, 2005]
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